APPENDIX B-Continued

mean was set at $36,000 for families
and $23,000 for unrelated individuals
or persons. If ail units had exactly the
same relative income, perfect equality
would be represented by the diagonal
shown in the diagram. Curves drawn to
actual data invariably fall below this
line and the greater the inequality in
the distribution of income, the greater
the area between the diagonal line and
the Lorenz Curve.

100

0           PERCENT OF UNITS          100

The index of income concentration
is defined as the ratio of the area
between the diagonal and the Lorenz
Curve to the total area under the
diagonal. This relationship can be
expressed as follows, using the nota-
tion in the diagram above.

A   area betw. curve and diagonal
A+B           area ur>der diagonal

The index of income concentration
ranges from 0.0 to 1.0. As the index
approaches the limit of 1.0, the in-
equality of the income distribution
increases. For more detailed informa-
tion on this measure, see Trends in the
Income of Families and Persons in the
United States 1947 to 1964, Technical
Paper No. 17, published in August
1967 by the Bureau of the Census.
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Limitations of the Data

Since questionnaire entries for income
are frequently based on memory and
not on records, many persons tend to
forget minor or irregular sources of
income, and therefore, underreport
their income. In addition, there are
errors of reporting due to misunder-
standing of the income questions. One
such error is the reporting of gross
instead of net dollar amounts for the
two questions on net self-employment
income, which results in an over-
statement of these items. Another
common error is the reporting of
identical dollar amounts in two of the
six income items where a respondent
with only one source of income
assumed that the second amount
should be entered to represent total
income. Such instances of overreport-
ing would have an impact on the level
of mean nonfarm or farm self-
employment income and mean total
income published for the various
geographical subdivisions of the State.
Telephone callback procedures were
instituted in the coding operation to
reduce some of these reporting errors
and to improve the accuracy of in-
come data. Moreover, many reporting
errors were rectified through the
coding and the computer editing
procedures, with the result that
consistency of reported income items
with work experience, occupation, and
class-of-worker information was
improved. For example, if a person
reported that he was self-employed on
his own farm, not incorporated, but
had reported wage and salary earnings
only, the latter amount was shifted to
net farm self-employment income.
Another type of problem involved
nonreporting of income data. Where
income information was not reported,
editing and allocation procedures were

devised to impute appropriate values
(either "none" or positive or negative
dollar amounts) for the missing
entries. These procedures are described
in more detail in Appendix C, "Ac-
curacy of the Data."

In income tables for families and
unrelated individuals, the lowest in-
come group (less than $1,000)
includes families and individuals that
were classified as having no 1969
income as defined in the census. Many
of these were living on income "in
kind," savings, or gifts; were newly
created families; or were families in
which the sole breadwinner had
recently died or loft the household.
However, many of the families and
unrelated individuals who reported no
income probably had some money
income which was not recorded in the
census.

The income data in this report
cover money income only. The fact
that many farm families receive an
important part of their income in the
form of "free" housing and goods
produced and consumed on the farm
rather than in money should be taken
into consideration in comparing the
income of farm and nonfarm residents.
Nonmoney income is also received by
some nonfarm residents. Such income
often takes the form of business
expense accounts, use of business
transportation and facilities, or partial
compensation by business for medical
and educational expenses. Many low
income families also receive income
"in kind" from public welfare pro-
grams. In comparing income data for
1969 with earlier years, it should be
noted that an increase or decrease in
money income does not necessarily
represent a comparable change in real
income, unless adjustments for
changes in'prices are made.
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